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The Former Yugoslavia

STEPHEN JOHN STEDMAN

CONOMIC AND military sanctions were key instruments of Ameri-
can foreign policy toward the former Yugoslavia from 1991
through 1998. The purpose of the sanctions varied over time.
Before war even came to Yugoslavia in 1991, Congress voted to threaten
the country with sanctions in protest of Serbian persecution of ethnic
Albanians in the province of Kosovo. In 1991, during the crises of
Slovenian and Croatian secession, the United States, in conjunction
with its European allies and the United Nations, applied sanctions and
an arms embargo in the hope of preventing deadly conflict. When such
measures failed and war spread to Bosnia in 1992, the United States
labeled Serbia the aggressor and pushed for more intense sanctions as
a means of weakening Serbian President Slobodan Milosevic in the
hopes of removing him from power. At the same time mediators to the
conflict promised to remove sanctions as an incentive to persuade him
to terminate the war. In 1994 sanctions were extended to punish the
Bosnian Serbs for their unwillingness to make peace. As late as March
1998 American policymakers threatened renewed economic penalties
I order to push Milosevic to refrain from using force in Kosovo.
Little scholarly consensus exists concerning the effects or efficacy of
the economic and military sanctions applied against the former
Yugoslavia. The range of opinion is great. Some analysts suggest that
While economic sanctions were ineffective as tools of conflict preven-
tion, they forced Milosevic to negotiate an end to the war and therefore
Were successful.! Other experts argue that not only were the sanctions
Ineffective but that on almost every conceivable dimension they had

. UNanticipated consequences directly opposite to those intended by the
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sanctioners.? Different scholars describe the effects of sanctions as Weak
or devastating; indeed, one can find different evaluations by the same
author, sometimes within the space of several pages.® Two generaliz,-
tions seem clear, however. First, one’s evaluation of sanctions against
the former Yugoslavia varies by publication date—before the Daytop,
peace accords one finds preponderantly negative assessments; after
Dayton, preponderantly positive ones.* Second, area experts were
much harsher in their evaluation of sanctions than policy generalists—
a difference that reflects conflicting evaluations of the causes of the war
and what was needed to stop it.

Further complicating analysis is the reality that sanctions were never
applied in a coherent, strategic manner in the Balkans. Policymakers
framed the decision to apply sanctions in contradictory logics. For
some, sanctions were meant to punish Milosevic and to lead to his over-
throw. For others, sanctions were a bargaining chip to persuade Milo-
sevic to alter his policies and to support a negotiated settlement to the
war in Bosnia. The former rationale was at odds with the latter; whereas
the former policy was a punitive one aimed at destroying the leader
seen as the war’s primary instigator, the latter policy was a redemptive
one aimed at persuading him to change his actions. Beyond the obvious
contradictions at the core of policy, both rationales overestimated the
ability of sanctions to produce desired effects. Sanctions never seriously
threatened Milosevic’s leadership in Serbia. On the other hand, they
were inadequate as a tool to prevent the wars in the Balkans, and their
contribution to bringing the war to a negotiated end was overrated.
Although the sanctions succeeded in dissuading Milosevic from con-
tinuing his support for the Bosnian Serbs, they had little impact on
Bosnian Serb willingness to sign a peace agreement. In the end game,
sanctions were secondary to dramatic shifts in the battlefield balance f’f
power and North Atlantic Treaty Organization (NATO) air strikes In
persuading the Bosnian Serb leadership to end the war.

Historical Background

The Yugoslav crisis of 1991 resulted from three causes: a decade;i:)nni%
economic depression that differentially affected regions ?nd € otal
groups; political institutions that failed to adapt to economic, soauslj;
and international changes; and nationalist leaders who unsCI’UPUIO_
pursued policies of ethnic extremism for their own power and dgarl;‘hl p
peaceful resolution of the crisis would have required heroic lead€ rent
from within the country and an attentive, coherent, and consiS™

.rs n
approach from outside. Neither was forthcoming. Political leaders
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gerbia, Croatia, and Bosnia manipulated ethnic fears and hatred and
fomented ethnic violence in order to consolidate their positions. Inter-
national actors paid little attention to Yugoslavia and failed to reach
consensus about the causes of the conflict, the issues at stake, possible
solutions, and appropriate strategies to resolve the conflict.

After the death of Yugoslavian President Josip Broz Tito in 1980, his
successors faced three major interrelated problems. First, Yugoslavia’s
economy required an overhaul; economic liberalization was needed to
promote new sources of economic growth. Second, Yugoslavia’s federal
constitutional structure had to cope with new demands for greater
regional autonomy. Third, any attempt to meet such demands had to do
so in a way that ethnic nationalism would not become the guiding force
in Yugoslav politics. With the exception of the republic of Slovenia,
republics and provinces in Yugoslavia were ethnically mixed. Each
attempt to appease an ethnic minority on a republican basis meant the
likelihood of ethnic minorities within the republics demanding self-
determination. Any rewriting of borders or meeting of demands for eth-
nic self-determination would raise the specter of violent confrontation
over issues of membership and citizenship.

The 1980s were a decade of rapid economic decline in Yugoslavia,
with different regions bearing the brunt of the crisis. One analyst
described the situation or more accurately situations as follows:
“Whereas Slovenia enjoyed full employment and Croatia experienced a
single-digit unemployment rate, unemployment reached 50 percent in
Kosovo, 27 percent in Macedonia, 23 percent-in Bosnia-Herzegovina,
and over 20 percent in Serbia. Inflation soared, climbing to 50 percent
in the early 1980s and then sky-rocketing to 1,200 percent in the late
1980s. Per capita income dropped by almost 50 percent between 1979
and 1988.”5

To combat Yugoslavia’s economic depression, its economy required
far-reaching reforms that would liberalize it and better position it to
engage in Western markets. But any policy of economic liberalization in
the early 1980s would benefit more prosperous regions in Yugoslavia
tha.t were better poised to enter Western markets and disadvantage
Tegions where industries were enmeshed in trade with the Socialist bloc
and Third World.¢ The unequal consequences of liberalization drove
demands in Slovenia and Croatia for radical decentralization and
Weakened their commitment to Yugoslav federal institutions that were

~ ®ssential for containing pressures for ethnic nationalism and addressing

regional economic inequities. At the same time, the International Mon-
etary Fund and World Bank—crucial to the success of liberalization—
150 undermined federal institutions by insisting on government
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reforms that eliminated consensus rules of decision-making, thus fy,.
ther alienating the republics of Slovenia and Croatia.”

Economic liberalization and its concomitant generation of demangs
for greater regional political power threatened the republic of Serbia,
because it stood to fall further behind other more successful €Conomic
regions. Although a faction within the Serbian Communist party advo-
cated economic modernization and political pluralism, such a program
threatened the status of conservative hard-liners in the party. These Ser-
bian conservatives allied themselves with Serbian intellectuals to create
a powerful voice for Serbian nationalism. An intellectual movement
centered in the Serb Academy of Arts and Sciences expressed alleged
slights to the Serb nation, questioned the federal compromises that had
kept Yugoslavia intact, and stated that all minorities in Yugoslavia
should be subservient to Serbs. .

The critical issue for manipulating a Serbian sense of grievance
was the situation of Serbs in Kosovo, where they composed only about
10 percent of the population but systematically discriminated against
the ethnic Albanian majority. The Serbian Communist party responded
violently to Albanian demands for self-determination—a policy that
provided a convenient vehicle for Milosevic to consolidate his grip on
power and to divert attention from the extreme economic and political
conditions facing his constituents. But Milosevic’s policy of promoting
Serbian nationalism provoked ethnic counteractions by Slovenes and
Croats. In Croatia, opposition leader Franjo Tudjman rode a wave
of virulent nationalism to power. In important ways Milosevic and
Tudjman were necessary for each other; Milosevic’s Serbian national-
ism provided fertile ground for Tudjman’s ethnic national appeals,
which in turn reinforced Milosevic’s ethnic warnings and diatribes.?

The end of the Cold War provided further impetus to calls for greater
regional autonomy and self-determination. The first wave of democra-
tic elections in Yugoslavia in 1990 brought to power several antidemoc-
ratic leaders. Serbian ethnic nationalism further drove demands f(?r
Slovenian and Croatian independence. Ethnic violence against Serbs n
Croatia further exacerbated Serbian fears and strengthened Milosevic s
power. In 1990 Slovenia and Croatia secretly negotiated weapons q{eals
in Eastern Europe and began organizing paramilitary orgamzatlon?(;

The remaining hopes of the federal government declined as econOm}a
adjustment measures failed to bring recovery. In June of 1991 Sloven;s
and Croatia declared their independence, prompting the first tw0 wa
of the former Yugoslavia. ) )
The European Community (EC) attempted to take the lead in marf;
aging the conflicts and chose mediation as its main tool to end the W&
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The first EC mediator, Lord Peter Carrington, labored under three crip-
pling constraints. First, his political masters, the governments of the EC
member states, disagreed about the optimal solution to the conflicts—
sovereignty for the republics or a multinational Yugoslavia. Second,
Carrington was limited in the carrots he could use to persuade the par-
ties to pursue their goals peacefully. Diplomatic recognition was an
obvious incentive at his disposal, but EC member states differed on
when and under what conditions they would grant international recog-
nition of Slovenia and Croatia. Moreover, little thought was given to the
impact recognition of these republics would have for the other
republics in Yugoslavia, especially Bosnia and Macedonia. Third, Car-
rington was constrained by a lack of coercive threat—no state in Europe
was willing to risk its soldiers to intervene in a hot war to enforce
peace.’ Given these constraints, sanctions became the tool of choice for
Western policymakers who sought a low-cost, low-risk punitive alter-
native to military force.

American Policy and Sanctions
in the Balkans: What and When?

For the most part, American application of sanctions in the Yugoslav cri-
sis followed European initiatives. The exception to this generalization
was the first American attempt to use economic leverage to produce polit-
ical change in Yugoslavia, when in 1990 Congress adopted the Nickles
amendment (PL 101-513), which promised to suspend direct aid to the
Fedf:ral Republic of Yugoslavia (FRY) if human rights violations by Serbs
agam§t ethnic Albanians in Kosovo did not cease within six months. The
Sanction came into effect automatically on May 5, 1991, but was rescinded
on May 24, when Secretary of State James Baker granted a waiver by cer-

 tifying that Yugoslavia was complying with its obligations under the

Helsinki Accords. Notwithstanding the issuing of the waiver, the State
Depzflrtment voiced concern over serious human rights violations by
Serblgn authorities against ethnic Albanians in Kosovo and Croats in
Croatia, warned that aid would be provided on a selective basis, and sus-
Pended Overseas Private Investment Corporation (OPIC) insurance for
New foreign investment in Serbia because of human rights violations.1
At the time that the Nickles amendment came into effect, the crisis
lss::lhe former Yugoslavtia was at a make-or-break point. Although the
- e of hum'an r}ghts in Kosovo was important, it was simply one of
veral conflicts in Yugoslavia and was secondary to the larger prob-
;m of Y_ugoslavian disintegration. The amendment was counterpro-
Uctive in two ways. First, as Warren Zimmerman, U.S. ambassador to

in
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Belgrade at the time, observes, “It was aimed at the wrong target. To
get at Serbia, it attacked Yugoslavia. Even worse, the only one hurt wag
Markovic [the Yugoslavian prime minister], the last hope f(?r a peace-
ful and democratic solution. Milosevic got off scot-free; in fact, he
gained, because he could circle his wagons around a l?rave litt}e Sgrbia
being bullied by the United States.”” Second, American policy inco-
herence contributed to international policy incoherence. As Susan
Woodward notes, while the United States temporarily imposed sanc-
tions and threatened economic punishment against the Yugoslavian
government, its European allies were trying desperately to cobble
together an economic incentive plan that would lead to a peaceful out-
come of the immediate secession crisis.!?

With violence escalating between Croats and Serbs in Croatia and
armed conflict beginning between the YugoslaviareNational Army and
militias in Slovenia and Croatia, the Bush administration, by authority
of the Arms Export Control Act, followed the Europgan Union (EU) in
suspending the sale and transfer of arms to Yugoslavia on July 11, 1991.
This act was more symbolic than substantive as the thed States sup-
plied insignificant amounts of weaponry to Yugoslavia. On Septemper
25, 1991, the United States supported U.N. Security Council Resolution
713, which widened the EU arms suspension into a mandatory arms
embargo on Yugoslavia. Even though the United States 'blagmed the
government of Serbia and the federal military as the culprits in the es-
calation of violence, the arms embargo was put in place against the
successor states of Slovenia and Croatia and was continued toward
Bosnia-Herzegovina when it declared its independence. _

In October 1991 Congress attempted to force the pace of applying
sanctions. Senators Claiborne Pell (D-R.1.), Robert Dole (R-Kans.), Lflrlry
Pressler (R-S.Dak.), and Alfonse D’Amato (R-N.Y.) introduced legf;s ;
tion that sought to “impose an embargo on the import of products bfics
Serbia until Serbia has ceased its armed conflict with the other repud -
of Yugoslavia.”'® The Bush administration opposed the l.eglslatlgﬁ:
arguing that it removed its flexibility in respondmg_ to ongoing I'Ie%v o
ations led by Carrington, that American trade Wl.th Yugoslavu;ore .
insignificant compared to that of the European Union and thgr:in 1y,
unilateral embargo would be diluted in its effectiveness, an o
that it was extraordinarily difficult to shape a trade embargo that w onts
hurt Serbia and be benign to the other republics.' Thgse argun'lttee-
seem to have won the day, as the bill languished in commlorg‘e
Nonetheless, two months later, on December 6, 1991, President Gde o
Bush by executive order suspended trade preferences and ai
ended a bilateral trade agreement with Yugoslavia.

i
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In January 1992 mediators negotiated a cease-fire between Serbs and
Croats in Croatia. To consolidate the cease-fire, U.N. peacekeepers,
including large contingents of British and French soldiers, were
deployed there. But just as the conflict in Croatia seemed to dampen,
war spread to Bosnia. The effect of German and then European recog-
nition of Slovenia and Croatia was to strengthen the desire of Bosnian
Muslims for an independent Bosnian state. Such a state was opposed by
Bosnian Serbs who feared minority status in a state dominated by Mus-
lims. The result of this intersection of interests was a heavily boycotted
referendum for independence that passed in March 1992 and a three-
way civil war among Bosnian Muslims, Croats, and Serbs, with the lat-
ter two populations aided by their neighboring national states.

The outbreak of war in Bosnia set the stage for the next round of
sanctions. In May 1992 the United States persuaded the U.N. Security
Council that Serbia was an aggressor in the Bosnian war. In reaction to
the failure of Serbia to remove the Yugoslavian National Army from
Bosnia, the Bush administration (by presidential order) suspended avi-
ation rights for Yugoslavia’s national airline, JAT, on May 20 and
blocked all Serbian property or interests in property under U.S. juris-
diction on May 30. These moves followed pressure by Congress, where
the Senate Foreign Relations Committee had voted unanimously on
May 19 for a bill that would have suspended aviation rights for JAT.

The United States pressed for U.N. Security Council Resolution 757,
which was adopted on May 30, 1992, and imposed comprehensive sanc-
tions on Serbia and Montenegro. The sanctions targeted the import of all
goods from and export of all goods into Serbia and Montenegro; banned
their representation at international sport and cultural events; suspended
scientific, technical, and cultural exchanges; and prohibited any financial
transactions with the FRY. In order to blunt the effects of sanctions on vul-
Nerable populations within Serbia and on its neighbors, exceptions were
allowed for humanitarian flights, the supply of medicines and foods for
humanitarian purposes, and transshipments of goods through the FRY.15

Sanctions against Serbia were explicitly wedded to the attempt to
Mediate an end to the war in April 1993. Dismayed at the Bosnian Serbs’
unwillingness to accept the Vance-Owen peace plan—a patchwork
Quilt that blended partition and multiethnic provinces and reflected
S_Ome Bosnian-Serb military gains—the United States, again in conjunc-
tion with the United Nations (Security Council Resolution 820), tight-
€ned existing sanctions in April 1993. The effect was to close various
100_pholes that had watered down the May 1992 sanctions, including
Strict regulation of transshipments across Serbia and the use of sanc-
monitoring units to patrol waterways and borders.
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As mediators began to drive a wedge between Milosevic and the
Bosnian Serbs, the United Nations looked for ways to punish the latter
and reward the former. After the Bosnian Serbs rejected the Contact
Group plan of August 1994, Milosevic signaled his willingness to
enforce an embargo against Serbian-held territory in Bosnia. On Octo-
ber 25, 1994, the United Nations extended the trade embargo (Security
Council Resolution 942) to encompass Bosnian Serb—controlled areas of
Bosnia-Herzegovina. After Milosevic allowed U.N. sanctions monitors
to deploy along Serbia’s border with Bosnia and upon reports that
Serbia was upholding the embargo against the Bosnian Serbs, the
United Nations eased the sanction provisions against air traffic to and
from Serbia and the prohibition against Serbian participation in inter-
national sporting and cultural events. Trade sanctions against Yugo-
slavia were lifted on December 27, 1995, as a reward to Milosevic for
signing the Dayton accords in November 1995. Remaining in place as
of April 1998 is an “outer wall of sanctions” against Yugoslavia that
deprives Serbia and Montenegro from membership in the World Bank
and the International Monetary Fund. This “outer wall” remains as a
hedge against Serbian reneging on the Dayton accords.

The Arms Embargo: Rationale and Effect

There was no apparent causal theory among problem, action, and solu-
tion in the decision to impose an arms embargo on the former
Yugoslavia in September 1991. At that time diplomats exPlained the
adoption of the arms embargo as “an effort to prevent Croatia an,fi other
secessionist republics from buying arms from other countries. 16 This
was problematic in two ways. First, it was well known at the time that
both Slovenia and Croatia already had acquired arms from Eastern
Europe. Second, the policy rationale would lead one to think that Croaci
tia was the problem. Secretary of State James Baker, ho.wever, blar'rll)eil :
Serbia and the Yugoslav army, saying “they had the major retsponslthe
ity for the violence splitting the state.”’” Baker add.ed: Clearly, e
Yugoslav federal military is not serving as an impartial guarantor ge .
cease-fire in Croatia. On the contrary, it has actively supportef‘l 'local g
bian forces in violating the cease-fire, causing death to the citizens1 X
constitutionally supposed to protect.”

The only pg’ssiblig theory ‘Eehind the arms embargo is v?rhat Suz?;:
Woodward calls the “wildfire” approach to wars—that their ends ny
be hastened by depriving them of fuel.”® This approach has ﬁia A
admirers at the United Nations and is applied almost automatically *

. ) ; olam
each and every outbreak of war in the world; for example in Ang lic
10072 anAd Prranda in 1004 Tha annrnacrh raraly onoe hpvnnd a pu
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display of disapproval of violence; rarely are there any provisions of
monitoring or punishment for violators of the embargo. Indeed, in
many conflicts, U.N. member states who vote for the embargo turn
around and violate it with impunity; Russia was the largest supplier of
weapons to Angola during the arms embargo in 1993, and France con-
tinued to supply weapons to the Rwandan army in 1994 in violation of
a U.N. arms embargo.

In the specific case of Yugoslavia, the arms embargo was largely
ineffective, except against the one party deemed to be the victim of
international aggression—Bosnia. The arms embargo clearly advan-
taged the Serbs, for they largely controlled the Yugoslav army and its
assets. In addition, Serbia had the capability to produce weapons, thus
lessening the need for external arms, and by the time the arms embargo
was in place, Croatia already had been able to acquire arms from East-
ern European sources. Also, since the arms embargo was not policed
by international actors, receiving arms continued to be easy for Croa-
tia. The only party meaningfully affected by the embargo was the
Bosnian government, which, eventually was able to overcome this
handicap through its tenuous partnership with Croatia, the tacit
approval of the United States, and willing suppliers such as Iran,
Turkey, and Saudi Arabia.

Once the embargo was put into place, it became hard to dislodge.
By the time that international recognition was afforded to Slovenia,
Croatia, and Bosnia-Herzegovina, U.N. peacekeepers were deployed
between Croats and Serbs in Croatia. The United Nations insisted,
with British and French government support, that to lift the embargo
so that it only applied to Serbia and Montenegro would discredit the
peacekeepers’ neutrality and put them at risk. Since France and
Britain, unlike the United States, had troops on the ground in the
former Yugoslavia, they had a veto on lifting the embargo. And
although one cannot find a public statement of such a policy, it was
also alleged that America’s NATO allies were adamantly opposed to a
well-armed Islamic regime in Europe. Thus, even though Serbia was
deemed the aggressor in Bosnia, the embargo applied to Bosnia as
well as Serbia.

The arms embargo did serve several functions in bringing the war to
a close, but these were not foreseen at the time of its imposition. First,

€ arms embargo increased the Bosnian government’s dependence on
Croatia. This provided the United States with leverage against the
Bosnian government during peace negotiations at Dayton in 1995; if it
r.efused to sign a peace agreement, the Croats could reduce substan-
tially the ability of the Bosnian government to defend itself? Second,

e emharan mracriAdad tha Aecanwlonecn coo2al 1o _
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An American threat to lift the embargo unilaterally probably was help.
ful in maintaining alliance cohesion behind continued imposition of
economic sanctions, which, according to David Owen, France anq
Russia wanted to remove as early as late 1992 or early 1993.21 If the
Europeans had been successful in easing economic sanctions, the Amer-
icans would have had a less potent hand to play as mediator in 1995,
Third, the desire of the U.S. Congress to lift the embargo unilaterally
provided the United States with a more credible threat to lift the
embargo, which according to some accounts helped to persuade the
European allies to use force in 1995.2 .

These unanticipated benefits have to be weighed against 'the negative
consequences of the embargo. First, the policy was a st.ain on mtem-ational
morality. By international law, the recognition of Bosma—Herzegovl_na asa
sovereign state entitled it to pursue self-help measures to assure its sur-
vival. As international legal scholar Lori Damrosch argues, the extension
of the embargo to Bosnia was not in and of itself immoral, but nec.essarily
implied the international use of force to defend Bosnia—a policy th.at
never materialized.” Second, the embargo strained the partnership
between the United States and its European allies, especially when the
United States encouraged surreptitious arming of the Bosnian govern-
ment and announced that it would no longer participate in the naval mon-
itoring of the embargo.% Third, by keeping up the pretense of the em.bargo
to satisfy its allies, the United States provided Iran with an opening to
exploit with the Bosnian government. Fourth, the arms e.mbargo (and
European and American prevarication) have left relations between
Europe and the Bosnian government extremely chilly.®

Economic Sanctions: Rationale and Effects

The United States perceived Milosevic as the biggest threat to peac:enlI;
the Balkans. Privately, U.S. government officials asserted that sancti;)in
could hurt the Serbian economy and create a publ.ic groundswealue
opposition to Milosevic.? For the United States, ganchon? also ha‘cliv :rren
apart from affecting political opposition in S‘erbla. I.n Sorbia
Zimmerman'’s words, the mere imposition of sanctions .agalnst ing
would “Saddamize” Milosevic: they “could humiliate a dictator, ma o
clear that he wasn’t fit to deal with the civilized world.” The Amel'}‘:i e
intended for sanctions to show disgust with Milosev}c and p}g"l
means to “help push the Serbian people to turn on their leader. o war
On the other hand, the European states and the mediators of‘ i
clearly saw sanctions as a lever to prompt Milosevic’s cooperation W

. . applie
@ negofiated settlement. AL the same time that santions ¥ K atis
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who could be persuaded to strong-arm the more extreme radical nation-
alist Serbs in Bosnia.”? While the mediators sought flexibility and well-
timed removal or sharpening of sanctions as a potential tool in the
Balkan bargaining game, U.S. policy demonized Milosevic, thereby cre-
ating a powerful practical, strategic, and ideological block against the
deftness of the sanctions tool. After all, if Milosevic was a dictator unfit
to deal with the civilized world, how could one remove the sanctions
without appearing to reward him? This contradiction was not ad-
dressed until November 1994, when the United States embraced the
strategy of rewarding Milosevic in order to pressure the Bosnian Serbs.®
Based on these policy rationales, sanctions failed to achieve their aims
with one notable exception—they did prove a valuable bargaining chip to
separate Milosevic from the Bosnian Serbs and to help deliver Milosevic
to sign the Dayton agreements. They failed to create a mass opposition
movement against Milosevic within Serbia. They had the exact opposite
effect of making Milosevic a pariah unfit to deal with the civilized world;
the strategy of sanctions against Serbia brought Milosevic center stage
and made him the fulcrum for a negotiated peace in the Balkans.
Although the imposition of economic sanctions coincided with the
collapse of the Serbian economy, it is difficult to assess their contribu-
tion to the collapse. Before the imposition of sanctions, Serbia’s econ-
omy was in terrible condition and in need of drastic surgery. Moreover,
the war itself drained the Serbian economy—by the end Serbia itself
housed nearly 700,000 refugees—and destroyed normal trading rela-
tions between it and the former republics of Yugoslavia, which had
accounted for 40 percent of Serbia’s prewar trade.’!

A RAND report written in 1994 also assessed the effects of the
sanctions:

By all accounts, the progressive tightening of the economic blockade has
shattered the Serb economy. Gross national product and industrial pro-
duction are a fraction of pre-crisis levels. Unemployment and inflation
(perhaps 20,000 percent per month) have reached catastrophic rates.
Shortages of basic commodities, including fuel and foodstuffs are now
widespread. The civilian transport system has been crippled, with seri-
Ous consequences for the distribution of critical commodities, including
foodstuffs in which Serbia is normally self-sufficient. By technical mea-

sures, the economic sanctions are probably working as well as anyone
could expect.®2

Analysts disagree on how tightly the sanctions were applied. David
Owen in his memoirs complained about the porousness of the sanctions;

his complaints are echoed in a publication by the Carnegie Commission
for the Prevention of Neadly Canflict 3 TTNT manitare rannedad i
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ous violations between Macedonia and Serbia in 1994, and a story in the
Economist reported the gleeful statements of Serbia's minister of small
business about the ease of sanctions-busting.* This was despite the use
of NATO'’s Standing Naval Force Mediterranean and the innovative use
of sanctions assistance missions, coordinated through a central commu-
nications office in Brussels.® These missions each contained two or more
professional customs officers on secondment from Organization for
Security and Cooperation in Europe (OSCE) countries, who were
assigned to supervise river entries and border crossings into Serbia.*

Those who argue that the sanctions were inadequately policed miss
two points. First, sanctions-busting itself imposes a burder} on the tar-
get, by raising transaction costs and adding layers of proflts for those
willing to do the risky and arduous work of evading sanctions. Second,
the removal of sanctions became a sine qua non for any hope of Serbian
economic recovery. By sealing Serbia from access to investment capital
and international loans, the sanctions ensured that no economic recov-
ery was possible.

Removal of Sanctions

The Bosnian case illustrates a basic lesson about sanctions: When they
are applied multilaterally, but without clarity about their purpose or
underlying causal theory, important differences w1ll. appear very
quickly about when and under what circumstances to I%ft them. Such
differences pose one of the biggest difficulties in creating a sense of
overriding sustained commitment to sanctions.

Trade sanctions had been in place less than six months when the Rus-
sians began to float the idea of reducing them as a means of influencing
the Yugoslav elections of December 1992. In March 1993 the French advo-
cated their removal as a means of rewarding Milosevic for his support of
the Vance-Owen plan. Disagreements between the Americans and Euro-
peans arose before Dayton over the timing of lifting sanctions: whett1111€r
they should be removed to induce Milosevic to sign or wh.etl.ler ey
should be lifted only at the successful conclusion of the negoha_hom.d_ )

Throughout 1996, after the removal of most of the sanctions, _15_
agreements occasionally arose over whether sanctions should be Iﬁltrhne
posed to punish Serbian lack of compliance with Dayton. {\lthougse b
Americans held out the possible return of sanctions to punish the ; u{
there was nowhere near the early alliance consensus that had existe
1992 about their value. . )

The “outer wall” of sanctions still remains against Serbia and MO}Te
tenegro. A 1996 report of the South Balkans Working Group of t
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Council on Foreign Relations Center for Preventive Action recom-
mends that its removal should be clearly linked to “the normalization
of relations among the successor states of the former Yugoslavia; full
compliance with the Dayton agreement; cooperation with the Inter-
national War Crimes Tribunal; and implementation of confidence-
building and normalizing measures in Kosovo.”¥ Although the
Clinton administration began to repeal the remaining sanctions in
March 1998 to reward Milosevic for supporting a new moderate gov-
ernment in Bosnia, renewed violence in Kosovo prompted it to back
away from concessions and press its allies to reimpose trade and finan-
cial sanctions. The only European state that supported reimposition
was Great Britain; in the end, the United States settled for a U.N. arms
embargo on Serbia.

Recent assessments of Serbia’s economy continue to paint a grim pic-
ture. Estimates put per capita income around $1,600, down from $3,000
in 1990; official unemployment is 26 percent, with unofficial estimates
at double that. The official trade deficit in 1996 was $2.2 billion. In the
words of one European diplomat, “There's nothing underpinning the
economy—no liquidity, no realistic likelihood of foreign investment, no
chance of raising taxes. . . . The economy is so close to chaos that at any
moment it could spin out of control.”* And while the economic free fall
seemed to galvanize the Serbian opposition in the early winter of
1996-97, by the summer of 1997 Slobodan Milosevic seemed ensconced
in power once again.®

Evaluation: Conflict Prevention

Analysts suggest several roles for sanctions in conflict prevention: to
signal disapproval of a government’s behavior toward other countries
or its own citizens; to fulfill an obligatory step toward a tougher policy;
to limit a state's freedom of action and motivate the state to stop bad
behavior; and to punish or take a toll on the target state.®

As a tool of conflict prevention in the former Yugoslavia, the sanc-
tions were obviously weak. The conflict itself already had become vio-
lent when the sanctions were imposed. Critics are probably correct that
far from being an immediate deterrent to aggression, sanctions sent a
signal of weakness to those committed to violent secession and to those
tommitted to the use of force to maintain the Yugoslavian state. Susan
Woodward’s appraisal is on the mark: “Sanctions were an obvious solu-
tion to this dilemma of moral pressure without strategic interest—
between the major powers’ refusal to become militarily involved and
the growing pressure for action from domestic publics outraged by
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their countries’ apparent indifference to the particular immorality anq
injustice of the war.”

If sanctions are considered by the standards mentioned earlier, it jg
easy to sée why they did little to prevent or dampen the conflict in the
Balkans. The Nickles amendment had the potential to signal disap-
proval toward Serbian aggression in Kosovo, but it directed attention
and punishment toward the Yugoslav government, not the Serbian one,
Moreover, the amendment came much too late in the day and was tog
limited in its focus to serve as a useful tool of conflict prevention. Eco-
nomic sanctions could have been tied to a strategy of conflict preven-
tion, but those who would have applied them first would have had to
recognize that there were several culprits in the Balkan drama desery-
ing of international approbation. The war was not made solely by the
Serbs; the Croats and Slovenes were also instigators of the war. Sanc-
tions as a tool of prevention would have had to reflect the complexity of
the conflict. ‘

Second, while sanctions may be a necessary obligatory step toward a
tougher policy—a box to check—they also can be applied without any
reasoned connection to a theory of how they will prevent or mitigate
conflict, or whether the mitigation of conflict should take precedence
over other competing goods, such as justice. This was clearly the case
with the arms embargo. Moreover, that case shows that while sanctions
may be applied as a necessary step to gather support for tougher mea-
sures, policymakers can be held hostage by sanctions that take on a
rationale of their own. This is especially the case when sanctions are
locked in by U.N. Security Council vote.

The sanctions in 1991-92 also failed to meet the third and fourth
goals of prevention: the limitation of a state’s freedom of action and the
punishment of the target state. Given the high stakes in the Yugoslav
secession debate of 1991 and that organized violence already had taken
place, thus raising fears and security concerns, and given that it always
takes time for sanctions to work, it was unreasonable to believe that
they could prevent or mitigate conflict in Yugoslavia.

Evalution: Conflict Resolution

Sanctions played a supporting role in the bargaining that ended the war
in Bosnia in 1995. Their most important effect on the battlefield calcu'la'
tions of the warring parties was to separate Milosevic from the Bosruan
Serbs and to deliver him to sign the Dayton agreement. The sanctions-
induced split of the Serbs decreased the war-fighting capacity of the
Bosnian Serbs; it also allowed large-scale military counteroffensives by
the Croatians and Bosnians in summer 1995 to seize large swaths of ter-
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ritory without invoking Serbian military intervention on behalf of their
Bosnian brethren.

Sanctions per se seemed to have little effect on the Bosnian Serb will-
ingness to negotiate an end to the war. According to General Rupert
Smith, commander of U.N. troops in Bosnia in 1995, the imposition of
sanctions against the Bosnian Serbs and the willingness of Milosevic to
enforce them dramatically weakened the Bosnian Serbs.#? This weak-
ness, however, had the unintended consequence of prompting the
Bosnian Serbs to attempt to win the war outright in the summer of 1995
while they still held a decisive advantage in heavy weaponry. Smith
therefore believed that the United Nations and NATO would have to
use coercion to stop the Bosnian Serb summer offensive and convince
them to negotiate. Subsequent events proved Smith correct; not until
the Croatian army counteroffensive and subsequent ethnic cleansing of
the Croatian Krajina and the protracted NATO air strikes of August and
September 1995 did the Bosnian Serbs buckle to Milosevic’s insistence
on a negotiated settlement. The agreement at Dayton seemed to vindi-
cate the strategy of using sanctions to punish Milosevic and to pressure
him into pulling the plug on his former allies in Bosnia.

This evaluation is at odds with that of many experts on Yugoslavia
who feel that the sanctions were counterproductive to the termination
of the war. Scholars such as Susan Woodward and Steven Burg and
journalists such as Misha Glenny ascribe various negative effects of the
sanctions for resolving the conflict. According to these analysts, sanc-
tions drove Serbians together by casting communal blame on all Ser-
bians, thereby consolidating Serbian identity and paranoia. Sanctions
were said to enable the Serbian state and Milosevic to seize greater eco-
nomic power, by necessitating their more active role in managing the
economy. They also were said to provide Milosevic with a scapegoat for
Serbia’s economic woes, to create a mafia class that benefited from sanc-
tions, and to undercut the emergence of a democratic opposition and
peace movement by cutting off external sources of information.

The negative evaluation of the effect of sanctions on war termination
rests on questionable assumptions about Serbian elite calculations,
economy, and society in the absence of sanctions. At heart, the negative
critique rests on different assumptions about what strategy should have
been substituted instead of sanctions.

Some of the criticisms seem niggling and either attribute too much
effect to sanctions or confuse their effects with the effects of the war. For
example, sanctions may have helped to consolidate a sense of Serbian
nationalism and paranoia, but it is hard to imagine that in the absence of
sanctions, Serbian nationalism and paranoia would have been reduced
sufficiently that an effective peace movement would have quickly con-
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strained its leadership. Likewise, to say that sanctions str.engthened the
Serbian state by giving it more economic decision-making power, by
making it take a more assertive role in the economy, and by handing it the
power to decide on allocation of scarce resources missgs an obvious
point. Given the formidable economic problems facing Serbia in the early
1990s, and given the proclivity of countries at war to become more statist
in their economic decision-making, it was highly unlikely that private
business and civil society would have increased its levers on power in the
absence of sanctions. Again, while sanctions likely reduced the ability of
Serbians to receive information through external, critical media and thus
reinforced extreme Serbian nationalist interpretations of the conflict, the
so-what question remains. How likely was outside information to bring
forth the latent, unrecognized power of those Serbians? whf) wanted
peace? Given what we know about psychological distorhgns in human
cognition—especially the biased assimilation of informfmon——lt seems
highly unlikely that the presence of alternative information would have
been sufficient to sway millions of Serb proto-nationalists. .
Most important, the evaluation of sanctions comes down to ]udg-
ments about Milosevic’s decision-making. In the absence of economic
isolation and in the face of the devastation of Serbia, would he have
been likely to apply overwhelming pressure on the Bosnian Serbs ar}d
abandon the Croatian Krajina Serbs in 1995? Or to put it somewhat (.hf-
ferently, if the effects of sanctions were so positive for the Ser‘t.nan
authorities, if their effects were so reinforcing of Serbian nationalism,
and if their effects created a politically powerful mafia caste enriched by
the sanctions, then why did Milosevic sign the Dayton accords?
On the issue of appropriateness of sanctions as a tool of strategy, critics
see them as too soft or too harsh. Those who assert the latter argue that in
1991 the CSCE should have enunciated clearly specific norms that would
guide their decisions about recognition, equally pressured all who soygh;
to undermine CSCE norms (this would have included the leadership ©
Slovenia and Croatia), and assisted all those who wanted a peacefuL um:
fied Yugoslavia. This begs the question of whether any amount of ext;r
nal incentives could have altered the strength and initiative of t fi
nationalists and separatists. Those who argue that sanctions were to0 S0 p
must acknowledge the fundamental calculations made by the statejfg_
Europe and the United States—that their nation.::tl intf:rests were nots .
ciently engaged to warrant the risk of bolder military intervention. Final Y:
both alternatives require a degree of allied unity of analysis and presCﬂPe
tion that was nowhere to be found in 1991. The governments of Europ g
and the United States disagreed about the content and practicality of_ var
ious settlements to the crisis. The result was mixed messages, policy inc¢”
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Conclusion

The most straightforward assessment of the sanctions against the for-

‘ mer Yugoslavia is the most accurate. Although the sanctions failed mis-

erably to prevent or mitigate the violence in the Balkans, they

§ contributed to the war’s termination by raising the costs to Serbian

President Slobodan Milosevic of continuing to support the Bosnian
Serbs. That such sanctions could not by themselves have delivered a
negotiated settlement does not detract from their role in making peace.
Sanctions proved a useful tool for bringing Milosovic to distance him-
self from his Bosnian Serb allies and to deliver them at the Dayton nego-

: tiations. The Bosnian case, like that of Zimbabwe in 1979, shows that

after sanctions have been in place and taken a toll, the inducement of

; removing them provides useful leverage to a would-be mediator.®

To argue that sanctions contributed to bringing the war to an end
does not imply that they were the optimal policy tool for war termina-
tion or that they were the normatively best tool. The critics of sanctions

. are right; there were more effective policy tools at the disposal of the

United States and its European allies. But the effectiveness of those
tools, whether the use of military force or hard-nosed insistence on
established institutional rules of recognition, also required a degree of
allied unity and commitment that did not exist. Sanctions then were a
convenient tool not only for states concerned with appearing to be
doing something for the benefit of domestic constituents appalled at the
war but unwilling to risk blood and treasure to stop the killing. They
were also convenient for states that felt compelled to act multilaterally

- but did not possess the unity and conviction to act forcefully.

Alas, American policymakers have not learned these lessons. When

. violence flared in Kosovo in March 1998, once again raising the specter
| of war in the region, American diplomacy reflexively turned to sanc-
, tions. In response to long-simmering political instability, an increas-
. ingly active and lethal armed independence movement in the province,
. and Serbian search-and-destroy tactics that kill both guerillas and civil-

ians, the United States threatened renewed trade sanctions against Ser-
bia. American diplomats failed, however, to explain how such sanctions
would address ethnic Albanian demands for Kosovar independence,
the security fears of the small minority Serbian population in the
province, or the strategy of armed insurrection by Kosovar guerrillas.
Although European governments resisted calls for renewed economic
Sanctions, no coherent strategy or conflict prevention emerged. Instead,
the United States urged the reimposition of a U.N. arms embargo
against Serbia, despite admissions by diplomats that both the Serbian
army and the Kosovar guerrillas had ample weapons to engage in civil
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icy with little connection to the violence it sought to prevent. And once
again American and European officials could engage in remarkable
self-deception and verbal gymnastics and describe their policy as a
powerful symbolic deterrent.

10.
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Conclusion: Lessons
and Recommendations
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and addresses what is to be learned from the eight cases dis-

cussed in this volume and, more generally, from the use of eco-
nomic sanctions as an instrument of American foreign policy in the
post—Cold War era. Ten basic lessons are posited. The latter section sets
forth 12 guidelines meant to inform future decisions to employ sanc-
tions and goes on to suggest what the U.S. government, including both
the executive branch and Congress, needs to do to translate these prin-
ciples into effective policy.

THIS FINAL chapter is divided into two parts. The first is analytical

Lessons

1. Sanctions alone are unlikely to achieve desired results if the aims are large or
time is short. This lesson tends to all but rule out the use of sanctions to
reshape the basic nature of another society or to alter policy in critical
areas of another country’s or entity’s national security. The same reali-
ties preclude using sanctions to resolve crises or any “time-sensitive”
situation. For these reasons, sanctions also are unlikely to be of much
utility in moderating civil wars, which, by their nature, tend to be all-or-
nothing struggles that develop quickly and are resistant to (if not im-
pervious to) external influences.!

Evidence supporting these assertions is plentiful. Sanctions—even
when they were comprehensive and enjoyed almost universal inter-
national backing for nearly six months—failed to get Saddam Hussein
to withdraw from Kuwait. In the end, doing so took nothing less than
Operation Desert Storm. Other sanctions also have fallen short of their
stated goals. The Iranian regime remained defiant in its support of ter-
rorism, its subversion of its neighbors, its opposition to the Middle East
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